
Wealth Sewices 
L O S  A N G E L E S  C O U N T Y  

Los Angeles County 
Board of Supe~isors  

Gloria Molina 
Fint Cislicl 

Yvonne B. Burke 
S m n d  V M c t  

Zev Yaroslavsky 
Third Diilict 

Don Knabe 
FcNnh m l i c t  

Michael D. Antonovich 
Filth Dislict 

Bruce A. Chernof, MD 
Director andChief M e d d  Oficer 

John R. Cochran Ill 
Chiel D e p q  Director 

Robert G. Splawn, MD 
Senior M e d d  Cirector 

313 N. Figuema Street, Su'Xe 912 
Los Angeles, CA 90012 

Tel: (213) 240-8101 
Fak (213) 4810503 

To improve health 

through leadership, 

service and education 

June 18,2007 

TO: Each Supervisor 

FROM: 

SUBJECT: DEPARTMENT OF HEALTHMRVICES 
FISCAL OUTLOOK UPDATE 

Attached for your information is a Summary of Changes in the Department 
of Health Services (DHS) Fiscal Outlook (Attachments Al-A2) since our 
last report on April 17, 2007. 

In the April 17,2007 DHS Fiscal Outlook Update, the Department 
committed to continue working with the Chief Administrative Office (CAO) 
to present a balanced Final Change Budget Request for Fiscal Year (FY) 
2007-08. This memo includes an updated fiscal outlook showing a 
balanced DHS budget for FY 2007-08 (see line 22 on Attachment Al). 

As f& the five-year cumulative Fiscal Outlook, following the adjustments 
shown on Attachments A1 and A2, including the remaining proposed 
Deficit Management Plan Actions that are not included in the Final Change 
Budget Request, the cumulative shortfall (line 29 on Attachment A2) 
through FY 2010-1 1 is now estimated at $625.6 million. This is a $25.7 
million improvement when compared to the previous shortfall of $651.3 
million included in the April 17, 2007 Fiscal Outlook. 

Pendinq Federal Rule Limitinq Medicaid Reimbursement 

The Centers for Medicare and Medicaid Services (CMS) issued a final 
version of the Medicaid cost limit reaulation. Because of the conaressional 
moratorium prohibiting implementation of the regulation that wassigned by 
the President, the Final .Rule cannot take effect before May 25, 2008. 
CMS states in the preamble that California's 11 15 Waiver (Medi-Cal 
Redesign) is largely consistent with the policies addressed in the 
provisions of the regulation therefore, it is unlikely that the first 5 years (FY 
2005-06 through FY 2009-10) would be adversely affected by the 
regulation. CMS doesnot, however provide any assurances as to whether 
we will be able to retain full funding in any waiver renewal. 
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A~ril17.2007+ June 18,2007* lm~mvement* 

Estimated Cumulative Funding Shortfall $ (651.3) $ (625.6) $ 25.7 
Through Fiscal Year 2010-2011n 

Pending Federal Rule Limiting 
Medicaid Reimbursements 

Adjusted Cumulative Shortfall $(I ,472.3) $ (853.6) $ 618.7 

* $in millions 
** See line (29) on Attachment A2 

Managed Care Rate Supplement 

The Managed Care Rate Supplement is still pending Federal approval. CMS has sent 
two sets of questions based on its review of the proposed Managed Care Rate 
Supplement. The first set of questions has beeh forwarded to the California Department 
of Health Services (CDHS). The second set will be finalized next week and then 
forwarded to CDHS. If the Managed Care Rate Suppleinent is not granted, the 
Department's financial position will worsen by the Federal component of the proposal, 
which is $160.7 million in FY 2007-08 ($71.5 million for FY 2006-07 and $89.2 million 
for FY 2007-08). 

Mental Health Services 

DHS and DMH have been working together to reach a mutual resolution for the 
provision of psychiatric services to the residents of Los Angeles County. To date, both 
Departments have agreed in concept to the following psychiatric service program 
change: 

LAC+USC Psychiatric Outpatient Clinic - Effective September 1, 2007, 
LAC+USC will transfer the operation of the,psychiatric outpatient clinic to DMH. 
DMH will retain approximately $1.3 million of the Interagency Agreement funds to 
operate the outpatient program. The DHS savings for FY 2007-08 is expected to 
be $1.0 million for ten months. Estimated annual DHS savings is approximately 
$1.2 M. 

DHS and DMH are continuing to discuss the psychiatric emergency rooms, 
inpatient services, and urgent care centers. 

Other Items Not Included in the DHS Fiscal Outlook 

There are various healthcare proposals being considered in the California Legislature 
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that could have a material impact on the Department's Fiscal Outlook in the future, but 
not enough details are known to forecast the impact to the Department at this time. The 
Department is participating in and monitoring the developments of these proposals. 

Please let me know if you have any questions or desire further information. 

Attachments 

c: Chief Executive Officer 
County Counsel 
Executive Officer, Board of Supervisors 



COLNTY OF LOSANGELES . DEPARTMENT OF HEALTH SERV.CE$ 

SUMMARY OF CHANGES IN THE DHS FISCAL OUTLOOK 
MARCH 30,2007MROUGH JUNE 18.2007 

RscalYearlColumns I S  In Millions 
06471(1) 07481(2) 08491(3) W401(4] 1041 l(5) . Tolall(6) 

(I! Eellmated-YeavEnd Fund Balancerl(Shorlfalls) -3130107 l4 $ 207.8 . S  (39.6) 1 (267.2) $ (498.3) 1 (786.7) $ (786.7) 

Inclusion o f  Denell Manaaement Plan Actions lnlo the Final Chantlo Budael' 

Nursing Regisfry Conversion IoCounly Emp." 
P) 10% ReducUon InTAR Dsnlals 
14) Transfer olLACtUSC OubaGent Clinic to DMH, efeclive 9H107 

15)  ana aged care ~ a l e ~ u p p l s m e n l ~ ~  
Is) Unused N O 5 4 6  County ConttibuUono 

Coverage Inillalive (Healmy Way LA) approved on March 29,2007" 

Olher Adlustmenls Included i n  the ~ l n a i  C h a w  Budqel Request 
(8) Increase nunlnq salaries perhe Board approved nunlng salary redasslficalion Included In Iha FY07-08 Final Change (17.8) (74.1) (78.3) (78.5) (80.7) (327.4) 

Budoet Reouerl farJune 16.2007. -~ , ~- ~ ~, ~ ~ 

A d j u s t ~ m s t s ,  lndudlng the MLK.H staffing plan, censusincreasesal HlUCLAand Rancho, and other 
a0;ustmenls l z d e d  In Ins N 07-08 F:naI Changa Bud~et  R e w s l  forJune 18.2007." 
Increase salador perpolerCal changes lo ice Phvstctan Pay Planlnd.ded in b e  FY 0748 Rnal Change B~dge l  
RequesllorJune 18,2007. 
lndude onslime Measurefundsper the N07-08 Final Change Budget Request for June 18,2W7. - .  . ~ ~ 

A o ; u s l U \ C . U S C l m s l s  lo  renecl h e  LSR of Tobarn SolUemenlLnds lo 
pay lor b e  plolecls per the FY07.08 Rnal Cnange Budgal Req-es! lor June 18.2007. 
W L ~ I L A C ~ U S C  redacemen1 la< .hllrans't:onmsls perlho FYO7.08 Final Change BJdgolReqLest lor JLne 18, 
2007. Pn'man'v rallecls h e  sh'll olsame of b e  cork lo N 08.09 and lhe removalofamo;nls lnduded in Ihs Lranr'lon 
capital proleclf line a w e  (line'l2). 
A d j u s l U \ C t U S C m s l s p e r t h e  N07 -08  Final Change Buddet RequeslforJune 18,2007. 

Adjustcapital proieclsperhe FY07.08 Rnal Change Budgel Requesl." 
A d d ~ r r s v e n u e ( F a d e r a l  relmbu~emenlloremergency health s e ~ c e s  for undocumented aliens) per 
eslimaledeveloped on May23,2007. 
Ao;u~lCorl Bared Relmb.nemen1 C"nla ICRRCI levee~abased on b o  frill FY 2003M a.dlse1~emer.1, and 
extended lhmugh FY 10.11, peresimalss developed on hlay 2.2007. 
AdjuslCHP Eouilv Disltibutlonper OMCs IeIeslesUmatee developed on May 18.2007, bduding h e  lmpacl oflhe 
OMC Operational Adjustmenlindudedln the Flnal Change Budgel RequesL 
Adjust MedLCal Redeslon revenues per DHS esUmates developed on May 25,2007. 
Olherchanaes lnduded In the current yearoperating forefflsl received in hlay 2007 and h e  Final Change Budgel 

(Ul Revlsed E s l l m a t e d ~ Y e a r . E n d  Fund Balancssl(Shorlfallr) - perthe Flnal Change Budget I" S 271.2 $ 105.7 $ (135.8) S (390.9) S (704.9) $ (704.9) 

Developmenb Subrequenl to the Flnal Chanae Budset Request 
In) Update Section 1011 revenue basedon esfimales developedon June 12, 2007.c" 
) ForecastimprovemenV(reduclion)rolI~f~vard 

(25) Adjusted E e l l r n a l e d ~ Y e a r ~ E n d  Fund Balancesl(Shorlfalle) - 6118107 
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COLMY OF LOS AIIGELES -DEPARTMENT OF HEALTH SERV CES 

SUMMARY OF CHANGES IN THE DHS FISCAL OUTLOOK 

FiscalYearlColumnsI$ In Millions 
06.071(1) 07061(2) 06.091(3) 09-101(4) 1041 l(5) Tols11(6) 

(26) Adjusted E s l i m a l e d ~ Y e a r . E n d  Fund Balanceol(Shortfalle) -6118107 (cont.) S 277.8 S 120.0 S (119.6) S (374.1) S (688.7) S (688.1) 

PmDorsdlPotenlial DeRcll Manaaemenl Plan Acllons (Not lncludsd In the Final Chanae BudQel) 
m) Mental Heallh - lip sem'msand of psych ER's 5.3 18.7 199 19.8 63.1 
(2sl F~rewsllmpr~vem~nV(reducGon)roll.fonverd . 0 5.3 rn 24.0 43.3 oI 

@) Adjuelod E s l l m a f e d ~ Y e a r . E n d  Fund Balencsol(Shortfalls). 6H8107 S 277.8 $ 125.3 S (95.6) $ (331.4) $ (625.6) 5 (625.6)' 
I f  all remainlng actlono are successful 

Olher Polsnllal Items 
go) Pending Federal rulelimilhg Medicaid reimbursemenllopubllc hospitals lo Medicald ws lm (228.0) (226.0) 

7 7 7 7 P') Pending Managed Care Rate Supplemenlrule limiting public hospilels lo managed care msts 
P2) Pending Nle dlsallowlng use of lnlems B Resldenls mslsfor CerUfied Public Expenditures 7 7 7 7 
v) F~reca~llmpmvemenU(reduction)roll.fomard . m - 0 . D 

(321 Adjusted EstlmatedCumulaliveYear.End Fund ~alanc&hortfalls) -6118107 
i f  all remalnlng acllono are successbl and pending Federal rule adopted S 277.8 S 125.3 $ (95.6) $ (331.4) S (853.6) S (853.6) 

Notes - 
Exduding relmbursemenlfor UP mental heallh servicesand dosure oflhe psych emergencymoms. 

W -Assumes CBRCwll be extended lweach yearbeyond FY04+5. CBRC exlension for LACaunt~soulpaGenland cliniccarewas induded In !he FY0506and FY 06.07AdopledSlsle Budgels. AMediGal Slale 
Plan Amendmenllo extend lhe pmgram is cunenliypending CMS approval. 

@I Reflects Vie mnversion of nursing reglstriesto Counly employees. Utilization of nursing reglslries are lo be reduced by 5% in bolh Ns06.07 end07.06, and7.5% in FTs06.09 lhmugh 10.11, and will be oifsetwilh 
addilional salaries for Couniy employses. The saving for FY200607 am already Included In line (1). 

Ici The'base'amwnl forlhe managed care rale supplemenlofS715M (S143M per yearx5 years) isabject lo StaleFederal approval andlsinduded In the cumulative fund balancedshorlfallson line (I), since il is 
already in lhe Final Budgel for flscal Year2006.07. 

PI Thlsamounlrelalesto lhe unused Cauntymnlribulion for lhe Managed Care Rale SupplemenlforFY05.06. This amountb reserved in Vie Ccuntygeneral fund in a designation armunl for DHS. 
F l  Reflecls lhe additional admlnishlhe daim nelrevenue (lhe lolal addilional revenueis reduwd by additional a s k )  from h e  previous Coverage Initiative nel revenue of$30.4M. FY 10-11 amount assumes MediCal 

Redesign H I 5  Waiverextenslon and mntinuanw ofils Cyeage Initialhe mmponanl. 
m DHS previously inlended to use TobacmSelUement funds lo oifsel lhe netmslof implementing lhe MelmCare plan. Slnw lhe Metrocare plan Is eslimaled lo msl less lhan previously anticlpaled, DHSwill no longer 

be funding lhe lmplemenlalionwilhTobam Setliemenlfunds. The forewstlmpmvement l o r n  0849 Increase fmm the FY07-08 amount due lo lheexplrallon oflhe CMS Extension Agreemenl. The forecasl 
lmpmvement for FY09-10 is reduced fmm lhe FY06.09 amounlslnw eslimaled reducbns ofS4.2Mwvere already included in lhe April 17,2007 DHS Flscal OuUwk 
N O 6 4 7  primarilyreflecls a IinalselUemenlamaunl larN03.04, andindudes mhoraausurlmenls for W s  WOSlhmugh 0647 basedon h e  WselUemenl for FY03.04. 
FY 06.07incl~de~one.ime urplses ~imari!~relaledlo$ll.5H for lnueasedprioryearh!edlCalreven~e.S4.5h!for reLcedpdor year orpenses. S51Y reduced nermrlddelovario~s ar$~rlmenls. FY07.08 
Ihrwgh FY 10.11 primanl/ relaled lo e S3lht reslalemenl ofwCremenlcosls al  Rancho, S1.9M for bueased palenl nmv managerrentmsls al  DHS hosp'lais, erd?O.IM in Increased nelmsls for v a i o ~ s  ober 
bLdgela~uslmenls inckded In lhe Final Cnanse B.dgelRequesl. 

01 Those amounlr wplesenl tho wmdalne change in ihs fo~ewsl fmm h e  pdorfiscal year. For example, h e  $63.4 m: bn In FY 07-06 Is 5271.2 m:'on - 5207.8 ml  ion flom FY06.07. 
10 lnd.des savinnsduelokereshcf~inn oflnpaienlpsych servicesandae psych emecenwroomr. Amounbare for FY07.08andinueased bva3%COlAln R"s0809lnmugh10.11. Savir~s e~wnlsub:edlo . . . . 

change depending onlhe w l m e  of n;golie~onrwilh DMH. 
Ck7 Amounls reflect the impadofreduced Safsiy NelCare Pool funds due lollmiled availabililyunder the pending Fedealrule. " Change pimarily reOeclslncreased FY0746msls due bCAO requirement lhallunding for h e  full mstofcapilal projectslslncluded in the year h e  projecl begins, as opposed lo fallowing the eslimales ofwhen the 

. money vnll be spenl. 
Reflecls revenua for May 2005lhrough June 2008. 

Pl FY 06.07 rellecls reduced revenue of S I I M  for FYOS.06 from h e  emounlshorm bline (16) above andaddilional revenueof S6.6M forFY05.06; PI0708 retiecls July 2007 lhrough June2006; and FYO8.09 rellecls 
July 2006 lhmugh Seplember 2008. 

--h(Uld(.)l,,mwdm,m,@JUJUb~d- 
W ~ I I I I  
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